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ANINISAL MEERNG OF SHARER@EBERS 


The Annual Meeting of Shareholders of the Fruehauf Trailer 
Company of Canada Limited will be held on Thursday, April 21, 
1966 at 2.30 p.m. (Toronto Time) at the Executive Offices, 
2450 Stanfield Road, Dixie, Ontario. 


Proxies will be solicited from Shareholders when the Notice of 
Annual Meeting and Proxy Statement are mailed on or about 
April 1, 1966. 
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REPORT ON OPERATIONS —1965 


ia OUR SHAR EIeEDERS: 


In 1965, for the second successive year, sales and pre-tax 
earnings were the highest in our history. Total sales of 
$19,348,156 represent an increase of more than 30% over 
the previous peak volume year, 1964, while pre-tax earn- 
ings of $2,467,028 were increased by an even greater 
percentage, being 57% above the previous fiscal period. 
Net profit of $1,182,028, after income tax provision, is 
equal to 6.1% of sales and a return of 12.3% on net 
investment. 


On January 22, 1965, your Board of Directors declared the 
first dividend since we became a public company. As a 
result of continued profitable operations, a second dividend 
of fifty cents per share was declared on January 24, 1966, 
to shareholders of record on February 25, 1966, payable on 
March 18, 1966. Once again the largest single shareholder, 
Fruehauf Corporation (U.S.) has waived its right to the 
dividend, enabling these funds to remain profitably 
employed in the company. This action, while having a 
definite benefit on our funds position, simultaneously en- 
hances the equity of all other shareholders. We take this 
opportunity to advise holders of warrants issued in con- 
nection with the 5%% Sinking Fund Debentures that such 
warrants expire at 4.00 p.m. Toronto time on November 1, 
1966. 


With the rise in volume and resultant increases in our notes 
receivable portfolio, funds previously invested in short term 
securities were more profitably used in the business. Thus, 
only $500,000 was paid on the note owing to Fruehauf 
Corporation and no 54% Sinking Fund Debentures were 
redeemed during the year. We are still in the desirable 
position of having fulfilled all Sinking Fund requirements 
until November 1, 1968, and have an adequate line of 
credit for our projected cash requirements through 1966. 


The growth achievement of the current year exceeded the 
expansion of the Canadian economy and as a result we 
continued to increase our leadership in the truck-trailer 
field. Early in the year we produced a prototype model of 


the Government Stainless Steel Aircraft Refueller. The 
unit passed exhaustive company tests and was then 
turned over to the Government testing authority and under- 
went approximately five months of critical operational 
testing, including varied simulated extreme climatic con- 
ditions. As a result it was year end before the refueller unit 
was Cleared for production. We have immediately swung 
the carefully developed production program into effect and 
the first production models will roll off the line by mid- 
spring. The planned program will steadily accelerate, 
reaching full schedule by mid-summer. The remaining 149 
refueller units which will be produced throughout 1966 and 
early 1967 will have a stabilizing effect on production. An 
ancillary benefit from this contract will be the development 
of production line methods for tank production. As a 
result of the short supply of many qualified skills, and to 
improve our labour force, we have undertaken an impor- 
tant step at our main manufacturing location, instituting 
formal courses for employee training and education. This 
program should have beneficial results for both the com- 
pany and employee. Again, in the coming year, we would 
expect to operate with relative unanimity in our total 
working force. 


We are continuing our program of controlled equipment 
and method improvement. Recently we installed an electric 
“stacking crane’ complex at our Dixie manufacturing plant. 
This system enables steel and aluminum lifts weighing as 
much as five tons to be unloaded and stored on various 
stack levels to a height of twenty-two feet in a matter of 
seconds, and is also used to deliver precise size require- 
ments to hydraulic processing tables. Many additional 
production line improvements have been installed during 
the last year as a result of detailed savings studies. During 
1965 it had been planned to construct a new branch in 
Quebec city to replace inadequate rented premises. This, 
however, was re-scheduled until a proposed new Provin- 
cial highway plan was finalized. This highway will now 
run adjacent to our new location and the building should 


MILLIONS OF DOLLARS 


NET SALES AND 
EARNINGS BEFORE TAXES ON INCOME 


be completed in the coming year. Plans are presently being 
developed for the enlargement of six of our other branch 
locations, which will ensure our customers, coast to coast, 
of the most efficient truck trailer repair service. As our 
present branch locations serve the principal economic 
areas, we believe it prudent at this time to enlarge existing 
premises rather than establish additional centres in 1966. 


The outlook for the Canadian trailer industry in 1966 would 
generally indicate a good business year. However, the 
current labour unrest with many Ontario based transport 
companies could have some bearing on total road trans- 
portation equipment requirements. Our projections would 
indicate a year of moderate increase over 1965. The 
operation of your company is geared to industry needs and 
our service and production facilities are constantly 
scrutinized to provide our customers with the ultimate in 
“Total Transportation”. 


Over the years since becoming a public company, it has 
been our earnest desire to bring to you, the shareholder, 
and to the interested public, a high standard of financial 
disclosure in the Annual Report. On many occasions our 
report has received prominent mention in various financial 
polls and reviews. It is particularly gratifying to your 
directors that The Canadian Institute of Chartered Ac- 
countants in their sixth edition “‘Financial Reporting in 
Canada” selected our complete 1964 financial statements 
as an example of the essential features of good financial 
reporting. We will certainly continue our efforts in this 
regard. 


The progress of your company is a reflection of the loyalty 
and untiring efforts of all of our employees. We take this 
opportunity to extend our sincere appreciation to each 
employee, to our distributors and dealers, and to our 
customers for the confidence they have expressed through 
the continued use of our products. 


On behalf of the Board 
W. E. Grace 
President Gq 


R. J. Telford 


Vice President ii okeink 
March 28, 1966 Y 


STATEMENT OF NET EARNINGS 
YEARS ENDED DECEMBER 31, 1965 AND DECEMBER 31, 1964 


REVENUES 


Commercial sales......... 


Defence sales 


NET SALES 


Finance revenue.......... 


Miscellaneous 


COST AND EXPENSES 


Cost of products and service sold, other than items below.................... 


Sellingeand,ad ministrative, EXPENSES 2. sy he ae «fe ae ne ee Picts ee en 


Depreciation 


ikaxes:— property,, payroll,.and ‘miscellaneous: ..q.ece svar era eeane's a ents weds Sete 


Interest on long-term debt. 
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Taxes on income 


1965 1964 
$19,268,122 $14,837,231 
80,034 Zo 92 
$19,348,156 $1 4,867,023 
632,095 654,197 
116,565 106,886 
$19,998,816 $15,628,106 
$15,050,404 $11,951,467 
1,470,490 1,257,888 
57S 13 420,003 
ghexe a Y/VE 174,162 
254,604 253,098 
4 7,031,786 


$14,056,618 


$ 2,467,028 


1,285,000 


$ 1,571,488 


767,000 


$ 804,488 


BALANCE SHEETSe FRUEHAUF TRAILER COMPANY OF CANADA 


December 31, December 31, 


1964 


ASSETS 
1965 
CURRENT ASSETS 
Cash (including marketable securities of $2,435,671 in 1964)...................... $7 235,657 


Trade receivables 


Installment contracts (including installments of approximately $4,387,000 
maturing after one year) less unearned finance charges of $800,991 
at December:31- 1965s 1.05 sacs kk orate eet ere eee ee 


Accounts: receivables: 225 ac he ee ac eh See eet ee eae 


$ 7,045,080 
2,515,015 


$79,563;695 


Less allowance for doubtful receivables. .=. 2.2. 22 5 enna espe ee ee 120,000 

$ 9,443,695 

Inventories<(Note: A) soca ceicctire oo state car ce ls ere che etree, ec ureter 5,061,049 

Prepaid G@XpenSes sc es cnc 800) wos acchagp ste ok © makes eign ok eee ee 45,514 

TOTAL. CURRENT -ASSERS 32 cc ieee sate eee are ee $14,786,115 

INVESTMENTS AND OTHER ASSETS 

Equipment leased to customers — at lower of cost or appraised value, 

less accumulated depreciation of $684,542 at December 31, 1965.............. $1,155,984 

Miscellaneous investments: 2% sce) ese & apa eeeniee oases eae UNE a ey eee 136,142 
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PROPERTY, PLANT AND EQUIPMENT 


Land. =— at COStsxcseu e242 Gite TORRE cero es a eae ce $ 561,610 
Buildings and: equipmient,—— at Gost... $2.0 a.vce ee aa seis =e ee noe ee 2302 212 
Machinery and other equipment —— at COSt.. 2. suis. 210 i en ee 2,300,020 


$ 5,249,402 


Less ‘accumulated ‘depfeciation:.:.....4 3 ss.2-08o he nan ee ee ee 1,874,832 

S$ 3,374,570 

WNAMORTIZED. DEBENTURE: EXPENSES. 5s eeery ete ee ne 58,544 
TOTALSASS ETS isgess Gio. 5) ory ear Scooter 


319/511;355 
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$ 5,449,427 
1,685,204 

$ 7,134,631 
105,000 
$27,029 633 
3,765,003 
54,637 


$13,726,491 


$ 585,318 
152,008 


S$” 4/37,326 


$ 474,979 
2,300,702 
220700 

$ 4,901,478 
1,675,236 

$ 3,226,242 

63,948 


$17,754,007 


IMITED (Incorporated under the Canada Corporations Act) 


LIABILITIES AND SHAREHOLDERS’ INVESTMENT 


CURRENT LIABILITIES 
Accounts payable and accrued expenses 
Trade accounts 
Salaries, wages, and employee benefits 
Taxes — property, payroll, and sales 
Interest 


Taxes on income 
Due to Fruehauf Corporation 
TOTAL CURRENT LIABILITIES 


OTHER LIABILITIES 
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5%% Sinking Fund Debentures, Series ““A’’ due November 1, 1976; 
redemption price to November 1, 1966, 102%%, decreasing % of 1% 
each year thereafter; annual sinking fund requirements of $150,000 
ino sinking func) payments required) until 1963) 56 occ 2 otere eens 


SHAREHOLDERS’ INVESTMENT 


Capital stock, without nominal or par value 
Authorized 2,000,000 shares (Note B) 


issucdsand outstanding 000/000 shares. an ci as 9s naw os a er ei oe as 
Eamings retained for use in the DUSINGSS......40 4-6 <6 G 6 so ae es 


COMMITMENTS AND CONTINGENT LIABILITIES (Notes C and D) 


On behalf of the Board 


E. L. RUSHMER, Director 
R. J. TELFORD, Director 


TOTAL LIABILITIES AND SHAREHOLDERS’ INVESTMENT............---25--55- 


December 31, December 31, 


1965 1964 
$ 1,390,071 $ 824,547 
307,985 191,331 
186,690 142,159 
177301 17,414 
$ 1,902,057 $ 1,175,451 
7IG,201 707,188 
536,534 285,423 
$ 3,234,982 $ 2,168,062 
$ 83,400 $ 36,000 
3,500,000 4,000,000 
1,973,000 1,973,000 
$ 5,556,400 $ 6,009,000 
$ 5,125,000 $ 5,125,000 
_ 5,594,973 _ 4,451,945 
S10 719/973 $ 9,576,945 

$19,511,355 $17 


$17,754,007 


STATEMENT OF EARNINGS RETAINED 
EOR OSE IN tHe BwUsiNEess 
YEARS ENDED DECEMBER 31, 1965 AND DECEMBER 31, 1964 

1965 1964 
Balance at beginning of year $4,451,945 $3,647,457 
Net earnings for the year 19182,028 804,488 


$5,633,973 $4,451,945 
Less 


Cash dividends paid, $0.50 a share on 78,000 shares (Note B) 39,000 ea 


Balance at end of year $5,594,973 $4,451,945 


STATEMENT OF WORKING CAPITAL 
YEARS ENDED DECEMBER 31, 1965 AND DECEMBER 31, 1964 


SOURCES OF WORKING CAPITAL 
OPERATIONS 
Net earnings 
Depreciation of equipment leased to customers 
Depreciation of plant and equipment 
TOTAL FROM OPERATIONS 
OTHER 


Proceeds from sale of land 


APPLICATION OF WORKING CAPITAL 
Cash dividend 


Additions to property, plant, and equipment, less disposals 


Additions to equipment leased to customers, less disposals.................... 


Payment on 4% Note to Fruehauf Corporation 


Purchase of 5%% Sinking Fund Debentures, Series ““A’................04- 


NET DECREASE IN WORKING CAPITAL FOR YEAR 
WORKING CAPITAL AT BEGINNING OF YEAR 
WORKING CAPITAL AT END OF YEAR 


$ 1,182,028 
295,384 
PAT Tes) 


$ 804,488 
158,510 
261,493 


$ 1,755,141 


47,400 
15,866 
5,404 


$ 1,224,491 


bem ULES Pa 
36,000 
15,020 
UBEY/ 


$ 1,823,811 


$ 1,402,065 


39,000 
426,057 
866,050 
500,000 


$ 168,859 
241,382 
1,300,000 
55,000 


S$) 1.831707, 


$ 1,765,241 


$ We296 
11,558,429 


$ 363,176 
12217605 


Sia oolrliss 


$11,558,429 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1965 


Note A — Inventories 


Inventory amounts are based upon physical determinations during the year and have been stated at the lower of cost or 
market prices. Cost prices are determined by the first-in, first-out method, and market prices represent the lower of replace- 
ment cost or estimated net realizable amount. 
A summary of inventories follows 

December 31, 


1965 1964 
ING WatlalletSraeanre tees ey eecre n ee tac at ne halt anyne ist Oh Spee cee © Ae ene ole ee Sey 8 $ 948,720 $ 736,691 
Production parts, workin process, and raw materials........+.40..+.+..<os+.+.. 2125/7660 1,341,048 
ServiceepaltscamascOncdelrsaln, PLOCeSS ns ae. tn ote Aer eae ere en et 1,513);763 1,292,879 
Used trailers — at appraised values, less estimated disposal costs................ 472,800 394,385 


$5,061,049 $3,765,003 


Note B — Shareholders’ Investment 


Authorized capital of the company to the extent of 87,500 shares is reserved for issuance upon the exercise of stock 
purchase warrants issued with the 5%% Sinking Fund Debentures, Series ‘’A’’. Warrants which entitle holders to purchase 
shares at $12.50 per share expire on November 1, 1966. 


A dividend of $0.50 per share was paid during the year on the outstanding shares of the Company, exclusive of the 822,000 
shares owned by Fruehauf Corporation which waived its right to the dividend otherwise payable. 


Note C — Long-term Leases 


The company is lessee under long-term leases for the sales and service branches. The annual rental on such properties 
will approximate $178,000 in 1966, exclusive of taxes, insurance, maintenance, and repairs, which are also payable by the 
company. The company has the right to purchase three of these properties and if these rights were exercised, the aggregate 
purchase price would amount to approximately $1,060,000. 


Note D — Pensions 

Unfunded past service costs of pension plans covering certain employees amounting to approximately $218,000 at 
December 31, 1965, are being amortized over thirty-year periods. The amount charged to operations in 1965 for such 
plans was $70,774. 


Aa Sie as  sePeRi 


The Shareholders, _ 
Fruehauf Trailer Company of Canada Limited. 


We have examined the balance sheet of Fruehauf Trailer Company of Canada Limited as at 
December 31, 1965 and the related statements of net earnings, net earnings retained for use in 
the business and working capital for the year ended on that date. Our examination included a 
general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying balance sheet and related statements of net earnings, net 
earnings retained for use in the business and working capital present fairly the financial position 
of the company as at December 31, 1965, the results of its operations and working capital 
for the year ended on that date, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Toronto, Ontario, pe (a Babe, ieesale 


February 8, 1966. Chartered Accountants. 


COMPARISON OF OPERATIONS 


REVENUES 
Net sales $19,348,156 $14,867,023 $12,627,354 $10,787,579 $ 8,899,590 $10,266,643 
Earnings (before taxes on in- 

come) of and interest 

from Trailer Acceptance 

Company Limited 116,184 AZZ 307 
Finance revenue.......... 632,095 654,197 813,864 795,921 89,990 15,281 


Miscellaneous 18,565 106,886 43,524 63,802 179,020 74,014 


$19,998,816 $15,628,106 $13,484,742 $11,647,302 $ 9,284,784 $10,475,322 


COSTS AND EXPENSES 
Cost of products and service 
sold, other than items 
below.............. $15,050,404 $11,951,467 $10;101,333 $ 8748598 $7,609,416 —$.9,0477641 


Selling and administrative 
expenses 1,470,490 1,257,888 TO2T 817 965,621 1,023,639 2237790 


Depreciation: i122. 52an«« 573,113 420,003 393,880 351,887 3812/8 377,235 


Taxes — property, payroll 
and miscellaneous... . TSS A77 174,162 V7.3 5 160,600 150/572 162,775 


Interest on long-term debt. . 254,604 253,098 72d f | SIS, 279,300 1322276 168,617 


$17,531,788 $14,056,618 $11,960,096 $10,506,006 $ 9,297,181 $10,980,256 


Earnings (Loss) before 
Taxes onIncome.... $ 2,467,028 $ 1,571,488 $ 1,524,646 $1,141,296 $ (12,397) $ (504,934) 


Taxes on income 1,285,000 767,000 32,000 14,982 14,600 43,300 


NET EARNINGS (LOSS). $ 1,182,028 $ 804,488 $ 1,492,646 $1,126,314 $ (26,997) $ (548,234) 


Net earnings (loss) from each 
dollar of net sales..... 6.1¢ 5.4¢ 11.8¢ 10.4¢ (0.3¢) (5.3¢) 


FRUEHAUF — TOTAL TRANSPORTATION 


Pictured below are but a few of the many types 
of trailers manufactured by your Company. Reg- 
ular or Specialized haul, Fruehauf produces the 
exact unit requirement. 
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FRUEHAUF — COAST TO COAST 


Across Canada, your Company provides a complete service 

for its many customers. Sales and Service Centres are located 

i inci iti i i pate ‘g sca ‘ther eee se 
in pameine) cities to keep Besehaut vehicles on the move. In ae Bann 5% “an Pe 28 Open, 
addition your Company has distributors or dealers throughout ; : & cal 

the length and breadth of Canada. 
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FRUEHAUF TRAILER COMPANY OF CANADA LIMITED 


